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Impact Evaluation of Rural Education Finance Guarantee Scheme
on Compulsory Education Expenditure in Rural China.

Evidence from provincial panel data

HA Wei, LIU Ye

(Graduate School of Education, Peking University)

Abstract: The Rural Education Finance Guarantee Scheme (REFR) is the largest
intergovernmental transfers in the education sector in China to subsidize rural education
spending. This study employs the differential rates in cost-sharing between central
government and provincial government favoring western provinces and the comparative
interrupted time series methodology to examine the effect of REFR on the local education
spending. Our findings show that per pupil budgetary education spending in western
provinces grew at a faster rate in comparison to central provinces but there is no statistically
significant difference in per pupil total education spending between the two groups. This
suggests that while the REFR has reached its policy goal in increasing government spending
on compulsory education, it has not led to overall rise in compulsory education expenditure.
Placebo test using per pupil expenditure for high school and universities as dependent
variables doesn’t find any strong relationship between them and REFR. However, we do
find that the REFR tends to crowd out spending in science and technology. These results are
not only useful to understand the effects of REFR but also shed lights on the future direction
of rural education finance in China.

Key words: REFR, Fiscal decentralization, Transfer payment, CITS, Crowding out
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